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To the Stockholders of S. S. Kresge Company: 

We submit herewith the Consolidated Balance Sheet and Statement of Income and Surplus 
for year ended December 31, 1938, of the S. S. Kresge Company and its subsidiaries, the 
S. S. Kresge Company, Ltd., of Canada and the Mt. Clemens Pottery Company. 

General business conditions, during the first three quarters of the year, lagged to such an 
extent that it was not possible to maintain the volume of sales or profits to the level of the 
previous year. Both sales and profits gained during the last quarter and materially assisted to¬ 
ward improved results. Sales for the year were $149,285,601, a decrease of 3.81% from 
$155,204,790 in 1937. 

Net earnings for the year, after all charges, expenses, depreciation and provision for taxes, 
were $8,997,051 equal to $1.63 per share on 5,517,881.7 shares of Common Stock issued. For 
1937, earnings were $10,712,513 or $1.94 per share. Reduced sales account for the greater part 
of the decreased profit while increases in some forms of taxes were also responsible. The outlook 
for 1939 appears to be more promising, evidenced now by an increase in sales for January 1939 
over January 1938. 

Four quarterly dividends of 30 cents each—$1.20 for the year—were paid, totaling 
$6,587,835. Stockholders number 23,000. 

After the payment of dividends, there was added to surplus account the sum of $2,409,216, 
so that the earned surplus December 31, 1938 was $53,720,364. 

Your Company finished the year with cash on hand amounting to $21,703,124, as compared 
with $17,212,372 the previous year. Cash and Government securities exceed current liabilities 
by $10,513,904. 

Inventories of merchandise and materials totaled $18,061,576, a reduction of $3,476,192 
from $21,537,768 in 1937. In this amount are included invoices aggregating $1,787,305 for new 
goods in transit to replenish stores’ stocks for January business. 

Since the subject of inventories is receiving public comment, it may be of interest that for 
more than ten years the merchandise inventories of this Company have been taken with extreme 
care by impartial parties and we are assured of accuracy as well as the value and condition 
of all goods. 

Increases are to be noted in Current Assets, and Net Working Capital, as well as a marked 
improvement in the ratio of Current Assets to Liabilities. Current Liabilities decreased $1,002,411. 

We shall continue to modernize and improve store properties within a carefully prepared 
budget for this purpose. Stockholders are invited to visit all stores and particularly any which 
in recent years have been altered, enlarged or rebuilt. 
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The number of stores in operation at the close of 1938 was 745 as compared with 741 at the 
end of 1937. During the year ten new stores were established and six were discontinued. 687 
stores operate in the United States and 58 in Canada. 

No report could be complete without acknowledgment and appreciation of the many, in 
varied capacities, contributing to our progress. 

— to the millions of customers daily entering our stores and in a year's time 
purchasing approximately $150,000,000 of the best merchandise values we 
can secure for their needs. 

to thousands of American Manufacturers and their workmen for that mer¬ 
chandise. 

—to about 23,000 stockholders, owning the business, whose interests we strive 
to protect and conserve. 

-to all employees and executives—loyal, interested and industrious—who 
meet our patrons, and, by service and contact, buy and sell our goods and 
interpret our ideals and purposes to the public. 

By order of the Board of Directors 



Chairman 



President 


\ 
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S. S. KRESGI 

(A Michigan < 

And Subsidiai 

Consolidated Balance Sheet 

ASSETS | 


Current Assets: 

Cash in banks, in transit and on hand.$21,703,124.60 

U. S. Government securities, at cost (quoted market 

value $127,968.75). 118,726.49 

Miscellaneous accounts receivable, less reserve. 277,874.87 

Inventories of merchandise and materials, including merchandise 
in transit not paid for of $1,787,304.84, at cost or market 
whichever lower (certified by officials of the companies as to 

quantities and condition). 18,061,576.00 $ 40,161,301.96 


Claims, Investments, Etc.: 

Claims against closed banks, less reserve of $419,536.94.$ 185,924.47 

U. S. Government securities deposited in escrow, at cost (quoted 

market value $106,475.00). 98,746.64 

Mortgage receivable and miscellaneous securities, at cost, less 

reserve of $93,000.00. 63,360.98 


348,032.09 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, unexpired 

insurance, supplies and other prepaid expenses. 3,307,289.87 


Fixed Assets: 

Land and buildings, at cost. 

Less —Reserve for depreciation 


$58,809,610.00 

8,872,189.90 $49,937,420.10 


Leasehold improvements, at cost 

(portion unamortized). 

Fixtures and equipment, at cost. 
Less —Reserve for depreciation 


21,098,098.05 

$22,900,054.19 

13,107,901.59 9,792,152.60 


Leaseholds, as valued in 1916 
(portion unamortized).... 


281,696.28 81,109,367.03 


$124,925,990.95 


To the Board of Directors 

S. S. Kresge Company: f 

We have made an examination of the consolidated balance sheet of S. S. Kresge Company (A Michigan Co 
surplus for the year 1938. In connection therewith, we examined or tested accounting records of the compar 
companies; we also made a general review of the accounting methods and of the operating and income accounts 
In our opinion, based upon such examination, the accompanying consolidated balance sheet and related 
consistently maintained by the companies during the year under review, the position of S. S. Kresge Company a 

Detroit, Michigan, February 6th, 1939 
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I COMPANY 

Corporation) 

*y Companies 

December 31, 1938 


LIABILITIES 

Current Liabilities: 

Accounts payable—trade.$ 2,474,754.41 

Accounts payable—merchandise in transit. 1,787,304.84 

Accrued taxes, expenses and miscellaneous accounts payable . 4,485,635.67 

Provision for U. S. A. and Dominion of Canada income 
taxes (estimated). 2,199,669.78 

Real estate mortgages and land contracts payable in 1939- 360,582.51 


Real Estate Mortgages and Land Contracts 
Payable Subsequent to 1939: 

Mortgages.$ 2,996,625.00 

Land Contracts. 722,804.97 


Reserves: 

For fire losses, public liability and compensation claims 


Capital Stock and Earned Surplus: 

Capital stock, common— 

Authorized—10,000,000 shares of $10 each. $100,000,000.00 


Issued—5,517,881.7 shares. ' $ 55,178,817.00 

Earned surplus, per statement attached.... 53,720,363.91 

$108,899,180.91 

Deduct —Cost of 27,960 shares of capital 
stock held in treasury. 716,276.92 


NOTE: In consolidating the accounts of the Canadian subsidiary 
company, Canadian dollars have been treated as the 
equivalent of United States dollars. 


•poration) and subsidiary companies as at December 31, 1938, and of the consolidated statement of income and 
ies and other supporting evidence and obtained information and explanations from officers and employees of the 
for the year, but we did not make a detailed audit of the transactions. 

i consolidated statement of income and surplus fairly present, in accordance with accepted principles of accounting 
nd subsidiary companies at December 31, 1938, and the result of operations for the year. 

PRICE, WATERHOUSE & CO. 

Certified Public Accountants 


$ 11,307,947.21 

3,719,429.97 

1,715,709.78 

108,182,903.99 

$124,925,990.95 
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S. S. KRESGE COMPANY 

(A Michigan Corporation) 

And Subsidiary Companies 


Consolidated Statement of Income and Surplus for the Year Ending 

December 31, 1938 


Sales. $149,285,601.09 


Deduct: 

Cost of merchandise sold and operating expenses, including gen¬ 
eral and administrative expenses (less income from rentals). . $129,235,607.71 

Taxes— 

Property, franchise, State income, social security, etc. 4,821,861.28 

Sales and gross income taxes paid in excess of amounts collected 271,076.50 

Provision for depreciation and amortization. 3,681,573.05 138,010,118.54 

Profit before other income and deductions. $ 11,275,482.55 


Other Income: 

Interest received.$ 21,892.15 

Miscellaneous. 14,056.56 35,948.71 


Together 


$ 11,311,431.26 


Other Deductions: 

Interest on mortgages, etc.$ 205,147.76 

Flood losses. 73,140.62 

Loss on disposal of fixed assets, etc. 146,091.95 

Provision for U. S. A. and Dominion of Canada 
income taxes. 1,890,000.00 2,314,380.33 


Net Profit for the year ending December 31, 1938. $ 8,997,050.93 

Earned surplus at January 1, 1938. 51,411,147.98 


$ 60,408,198.91 


Deduct: 

Appropriation to reserve for fire losses.$ 100,000.00 

Cash dividends on common stock—$1.20 a share, less $33,552.00 
of dividends on stock held in treasury. 6,587,835.00 6,687,835.00 

Earned Surplus at December 31, 1938. $ 53,720,363.91 


6 





































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance sheet and income account 
has been prepared, after giving effect where necessary to a reclassification of certain items in 
prior years. 


Year 
End 
Dec. 31 

Excess of Cash 
and Gov’t Securities 
over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1934 

$ 4,606,532. 

2.49 to 1 

$23,068,987. 

13.16 

1935 

4,948,429. 

2.65 to 1 

22,997,537. 

12.84 

1936 

4,801,258. 

2.72 to 1 

24,872,062. 

13.24 

1937 

5,046,110. 

3.18 to 1 

26,832,341. 

13.88 

1938 

10,513,904. 

3.55 to 1 

28,853,355. 

12.10 


Year 
End 
Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1934 

60.95 

$19,172,153. 

$ .071 

$ 1.76 

$ .035 

$ .85 

1935 

63.21 

8,909,429. 

.074 

1.83 

.04 

1.00 

1936 

64.13 

6,216,615. 

.074 

1.98 

.049 

1.30 

1937 

65.04 

4,263,344. 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012. 

.060 

1.63 

.044 

1.20 
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What We Took In 


What We Did With It 


Year 1938 


PARTICULARS 
Sales. 

Amounts taken in for merchandise sold. 

Cost of merchandise sold and expenses ex¬ 
clusive of taxes, salaries and wages and 
interest paid. 

Balance. 

The amount remaining to pay taxes, wages and 
interest and including the profit for the year of 
$8,997,051. 


DISTRIBUTION 

1. Taxes. 

Real estate, personal property, State and 
Federal franchise and income taxes, sales 
taxes, licenses, etc. 


2. Salaries and Wages 

The employees’ share. 


3. Interest paid for use of borrowed money. 


4. Cash Dividends. 

Paid to stockholders for use of their money— 
$1.20 on each share. 


5. Earnings retained in the business 


AMOUNT % To 

Sales 

$149,285,601 100.00 

108,999,101 73.01 

$ 40,286,500 26.99 

$ 6,982,938 4.68 

24,101,364 16.14 

205,147 .14 

6,587,835 4.41 

2,409,216 1.62 


$ 40,286,500 26.99 
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